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Dear Applicant:

We have completed our comnsideration of your application for recognition of
wyemption £xem federal income tax undeX section 50 (c)(6) of the Internal
Revenue Coce. : . . :

The inforsation gubmitted discloseS that yo: were incorporated, urder the
laws of the State of I, on , 28 2 unit owner's association for

the government of the wa erty. Thne property is a medi-
cal of fice building on the grounds of the “ :

ondominium was constructed in the wintex o
in ﬁ- Interim financing was provided by ’
and its Board 2nd Administrative Officers were involved in the proposal, develop-
ment, and completion of the project. 4 ground lease of the property upen which

the condominium is built has been negotiated wich NG -bict
naintains ownership of the ground. ‘ '

|and was first occupied

The owners of the Condiopinium Associztion all are (and must be) on the medical
staff of the . Such persons bave their oifices in the
building 2nd individualiy own their oW suites, They pay 2 fee each month to the
Condominium Assoclation, which, in turn, manages the building, handles 211 mainte-
nance in and OWkes care of all repairs to the building and
its grounds. ‘ itgelf is a member of the Condominium .
Associstion beczuse of {ts ownership of one of the condominiuas, which the hospital

uses £for datad Processing,) Voting rights are based on the percentage of owmership
of the building. . _ , '

You, the ASsociation, own no assets as eact. doctor Or suite owner owns each
suite . : :

Section 501(e) (6) of the Code provides for the exemption from federal income tax
of business leagues, chambers of commerce, and boards of trade not organized for
profit and 1m0 PATt of the net earnings of which inures to the benefit of any private =
sharehoider o individual. ' R o SRR

~Section 1.501(c) (6)-1 of the Income Tax Regrulstions defines a business league

as an association of persons having some common busineSs interest, .the purpose of - =

which is tO Promote guch interest ‘and NOt to enjzage in 2 regular business of a type -
ordinarily carried on for profit.. Jt 1s an organization of the same general class |

as a chamber of commerce or board of. tradeand iizs activities should be directed ro

' the dnprovement of business conditions in ‘ope o= wore .1ines of business as distin-
... . guished £rom the pixfomance of particular services for -individual pevsons.iy . - .

[
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It has been es*-abl:.shﬁd as a’ matter of statutory wnstzuctz.o“x tha* in
employing popalar names in deseribing mny of the organizations exemted
under Subchapter F of the Code, such as "business leagues®,. "chatbers of o
camercae”, "labor organizations" and others, Ccngress is ureszmﬁ:i to have had
. Xeference to oraanimtlons as they actually exist and are comonly hmm. -
United States v. Cambridge Ioen and Building G, 278 U.S. 55 (1928), . .=
Comexrcial Travelers iife =nd Accigent association v. Rodway, 235 F. o
3710 {(1913). This means that where the requisite characteristics of the:
omanizations exenpted by such tenns are not otherwise Fixed oy regulat:.ons
or statute, the Service is raqmred to 16k to the characteristics of such

orgznizations as they have comonly came to be known in actuality. It means -
also that successful applicants for exemption rust be shown to possess at
least the essentialy characteristics of the cliss of orgaruzat.:.ons comonly
knom by such namss. In the case of business leagues, the common business:

interest is the general econamic welfare of the. line of msmess (or profe.s:.én).
am not a segnant therebf. o ;

Thus, in Nat:n.ona Nlufﬂer Dealers Assn.. ]nc- . Um.tea Stata. 440 u S. 472
(1979), the Supreme Court Theld. that a trade orcanization for muffler dealers
that confined its menbership to dealers frarrhised py Midas International
Corporation and its act:.v:x.ti.s to Midas’ rmuffler business was not 2 "business-.
league” within the meaning of section SOl(c) (6] of the Code; because Midas
muffler franchises do not const:.tute a lme of bus:mess. o

Similarly, in Rev. Ral. 73-411. 1971- C.E. 183 n: 15 hel.d that & shopping
centex merchants association vhose menbership is restncted and recquired of the
tenants of a one-owner shopping center and their common lessor, ‘and whose activities

" are directed to pramoting the general business interests of its mambers, doe not | '
qulify as 2 business league or chamber of comerce under section 501(c)(6) of the .
Code. In so holaa,ng the Rev. Rul. concludes that the structural features of the
omanization ‘lack the eéssential charactexistics of a chamber. of commerce or - L

similar organization, . and also concludes. w:.th reSpect to 1ts @eratmns as :
follows: .

Both the cmpulsory m-ﬂ:ershlp featuxe of fhe orgam..,ation and t‘he -_ .
limitation of its membership to the tenants and omer of the center are .
directly related to the owner-tenent relationship of the parties c:nprismg
the organization ani- are designed to servé. the’ amer s individual -

" business interests in the operation of the center. ' The organizatmn'
activities thus include those of a landlord-tenant association.and
as swh directly assist the owmer.in facil itating the nanagenent
ard a:erauon of hJ.s real ef'tate euterpr:.s.e. N :




To the extent the activities of the orzenization serve purposes, they
are nor 2ctivities directed at improvement oOf business conditicns of one or
more lines of business or business conditions of any comanity as a
whole, within the meaning of section 501{c) (6) of the Code. Theyr serve
instesd the i:\dur:.au..l usiness interests off the o-no“ of the shogping
center and, therefore, fall outsife the soope of +he exenption acwrdea
b section 5301(e)(6). CF.Produce Exchange Sitock Clea::z.ng 2s55'n. v. Helvering,

71 F. 24 142 (2@ cir. 1933)7 YedicTal Diagnositic &8s ., 42 3.T.5. 610
(1940), acg., 1940-2 C.B. 5;, Rev. Rul. €8-.%5, 1265-1 C.3. 265.

The sane conclusion applies with respect to those dhrases of the
organization's activities that relate +to the raititenance of the comron :
zreas of the muilding and the landscapiing of the grounds. Maintenance Jnchxdes
but is not limited to painting, cleaning and certain utility expenses.

These activities are characteristic of a tenants' association, rathar than of
a chamber of cawnerce or trade association and f£all short of supporting

any section 501{c)(6) exemtion for the organizat:ion because they prmaruy
serve special interests of the members related to their status as tenants of
a canron facility rather than any common business purposes in relation to the

status of the mexrbers as representatives of the <~cm~xerc1al interests of a
Cam’l’mltv'

In your case, the structure of yOur organmtuon, limited as’ :.t is to
condaniniim omers, does not ercorpass the “line of business” as regquired by
section 501(c)(6) of the Code and the requlations thereunder. Furthermore, your
actual cperations are not activities Airected at the improvement of business
corditions of one or sre lines of masiness within the meaning of section
501(c)(6) s mstead, they serve the interests of ihe condominiua owners ard,
therefore, fall outside the scope of nxe:xption ascorded pv such section.

-

Therefore, you do not qualify fox recognition of exemta.on £rom federal
income tax uncer section 5C1(c)(6) of the Code.

You are r@mra-‘i w f:.le. federal mcaw tax returns

You have the right to protest t}'us raling il vau balieve it is incorrect. To
protest, youa should submit a statement of your wews, with a full explanation of
your reasonmg‘ Tnis statement, sigried by one ol your principal officers, must be

swmitted in duplicate within 21 days from the dite of this letter. You also have
a right to a conference in this office after yow: statement is submitted. " You
rust regquast the conference, if you want one, when you flle your protest
statement. If you are to be represerited Ly somene who is not one of your
principal officers, that person will need to file a preper power of attorney’
ani otherwise qualify under our Conferem:e and P‘actlces Reqdi:enents. :




If we do not hear frcn:pam.hmn éays. t:hlsrulmng.lloecmefmalam
cooies f it will be forwarded to the Dx.swlct Direx Clevealand, Chio.
Tharesiter, any cuestions zbout your Ffederal income tar status or the ..115.:1,,

Of tax returns should e addressaed to that offlc o

‘Sincerely yours,

—I e
Chief, Ralings Section
Exenpt Orgmizatlons o
Tecl'-m.cal Bran...h
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